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European Economic Prospects 


Europe in 1960, Volume II of the Eighth Annual Re- 
port of the Organization for European Economic Coopera- 


tion (OEEC), 


certain economic and political assumptions, for its mem- 


assesses the economic prospects, under 
ber countries over the period 1956-60, in order to “show 
the opportunities for economic growth in Europe and to 
discuss the major problems with which it seems likely 
that member countries will have to deal in the years 
ahead.” The report discusses in detail labor supply, pro- 
ductivity and output, government demand for goods and 
services, investment demand, private consumption, energy 
and steel requirements, agriculture, and the balance of 
payments. 

It is estimated that the gross national product of the 
OEEC countries combined will rise, in real terms, by 
about 17 per cent over the five-year period 1956-60, com- 
pared with a 27 per cent increase in 1951-55. Factors that 
will contribute to the slower rate of growth in 1956-60 
include the expected slower rise in employed manpower 
and the likely lower rate of increase in productivity, since 
previous productivity increases in certain countries repre- 
sented largely a recovery phase. The rise in total con- 
sumption is set at 17 per cent (against 23 per cent in 
1951-55), with public consumption increasing at a con- 
siderably slower rate than private consumption. While 
expenditures on food and rent will increase less than 
total consumption, expenditures on durable consumer 
goods, particularly passenger cars and other means of 
transport, are expected to increase more. The increase in 
fixed investment is estimated at 24 per cent (41 per cent 
in 1951-55). A larger proportion of total investment will 
be in replacements of obsolete plant, in projects not 
directly productive, such as roads and schools, and in 
capital-intensive industries, notably fuel, iron and steel, 
and nuclear energy. In regard to agriculture, measures 
capable of raising farm productivity accompanied by 
shifts of labor from the land can prevent agricultural 
surpluses and reduce the discrepancy between agricul- 
tural and other incomes on a per capita basis. The re- 
port devotes special attention to the less developed areas 
in Europe, where needs are great and resources are 
relatively inadequate; the efforts of these countries to 
achieve a satisfactory rate of economic growth should, 
according to the report, be supplemented by assistance 
in various forms from the other countries. 

On the basis of the projected increase in the gross 
national product (related to the expected growth of 


domestic supplies and the utilization of resources), total 
imports are expected to increase from $17.3 billion in 
1955 to $21.1 billion in 1960. Despite an expected sub- 
stantial decline in military receipts, net income from 
transactions on account of invisibles is set at $3.1 billion 
for 1960, slightly higher than in 1955. Therefore, if 
current payments were to be only in balance in 1960, 
exports would have to rise to $18 billion, or some 15 per 
cent more than the 1955 figure of $15.7 billion. If, 
however, a current surplus similar to that realized in 1955 
($1.4 billion) were to be achieved in 1960, exports 
would have to reach $19.4 billion, an increase of about 
24 per cent over the 1955 figure. An increase of this 
magnitude might not at first sight appear to be very 
great when compared with the increase of 37 per cent 
achieved between 1950 and 1955; but since the rate of 
economic growth in Europe in the next few years is 
expected to lag behind that of the earlier period, a 24 
per cent increase in exports in 1956-60 would represent 
virtually the same proportion of additional output as in 
the previous five-year period. 

In concluding its study of foreign trade, the report 
states that the required increase in exports raises two 
important problems, those of achieving (1) a rapid 
growth of exports of the products, such as equipment 
and chemicals, for which overseas demand is greatest 
and (2) a relatively rapid rate of increase in dollar- 
earning exports—whether to the dollar area itself or to 
third areas from which gold and dollars may be earned. 
Considerably larger earnings from exports are essential 
if the member countries’ objectives of liberalization of 
trade and payments with countries outside the OEEC and 
of substantial overseas investments are to be attained. 
Moreover, it is desirable that some countries increase 
exports faster than imports in order to remedy the present 
unsatisfactory nature of their balances on current account. 

The gold and dollar reserves of certain member coun- 
tries are too low relative to the volume of their trade; 
consequently, there is a danger that adverse fluctuations 
in their external balances may bring about severe domes- 
tic measures that would interfere with long-run develop- 
ment and might also have repercussions on other member 
countries. Therefore, an increase in exchange reserves 
must continue to be an important foreign trade objective. 

“Although Europe’s foreign trade position depends 
partly on the commercial policies pursued by other coun- 
tries, particularly the United States, and on the mainte- 
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nance of a high level of demand overseas, if Europe is to 
meet its main objectives strenuous efforts are required in 
various fields. First, every possible means of improving 
Europe’s competitiveness must be pursued by measures 
aimed at raising productivity accompanied by the re- 
straint of inflationary tendencies. Secondly, energetic 
steps must be taken to maintain and increase the over-all 
mobility of Europe’s resources—particularly of man- 
power—in order to facilitate the rapid expansion of out- 


put of certain products, such as machinery and equipment, 


Tanker Freight Rates 


A very sharp decline in spot tanker rates has taken 
place since February, when shipowners were paid about 
£18 per ton for transporting oil from the Persian Gulf 
around the Cape to Europe. At present, only about £6 13s. 
per ton is paid for transport over the same route. Last 
October, a tanker using the Suez Canal could obtain 
818s. per ton (including canal dues) for transport. 
The rate from Curacao to Europe has declined from 
£7 3s. per ton last December to £1 4s. at present. 


The decline in spot tanker rates has not cut markedly 
the cost of transporting oil to Europe, because most of 
the oil is transported under time-chartered tonnage. The 
spot rates apply only to single-voyage vessels; while 
normally these vessels carry about one tenth of the world’s 


oil shipments, their share at present is much lower. 


Source: The Economist, London, England, May 11, 1957. 


Europe 


EPU Settlements for April 1957 


The settlement operations of the European Payments 
Union for April 1957 covered a total of net surpluses 
or deficits of 173.3 million units of account (1 unit of 
account=US$1), compared with 150.6 million units for 
March and 159.9 million units for February. The net 
surpluses or deficits of the EPU member countries for 
February, March, and April 1957 are shown in the accom- 
panying table. Creditor countries are presented in de- 
scending order and debtor countries in ascending order 
of their respective cumulative creditor or debtor positions 
vis-a-vis the EPU as of the end of April. 


As in the months immediately preceding, the Federal 
Republic of Germany in April had the largest surplus and 
France the largest deficit. The United Kingdom had a 
surplus, in contrast to a small deficit in March, and 
On the other hand, the 
deficit of Belgium-Luxembourg increased considerably, 


Switzerland’s deficit declined. 


and Sweden had a deficit in April, compared with a sub- 
stantial surplus in March. 


for which the export prospects are most favorable. 
Thirdly, the importance of invisibles earnings is growing 
and must not be overlooked. If sufficient efforts are made 
to expand facilities for tourism and shipping, Europe 
can considerably increase her receipts from this source.” 
Source: Eighth Annual Report of Organization for Euro- 
pean Economic Cooperation, Europe Today and 
in 1960, Vol. II, Europe in 1960, Paris, France, 
April 1957. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 
Feb. Mar. Apr. 
‘reditor Countries 1957 1957 1957 
Germany, Fed. Rep. +135.6 +107.2 +123.2 
Belgium-Luxembourg —4.4 —4, -16.1 
Netherlands —5.6 —2. +3.9 
Switzerland —22.1 —21.2 -13.4 
Sweden +1.0 f -0.8 
Austria —0.7 -1. —4.0 
Greece -9.0 -0.i —2.2 
Debtor Countries 
Portugal —3.2 -6§.1 —4.5 
Iceland —0.4 — -—0.3 
Norway +1.2 +11.3 +0.2 
Denmark —3.4 -—6.4 -10.3 
Turkey -5.9 -6.8 -7.3 
Italy -17.0 +0.6 -6.3 
France —88.0 -93.7 -108.2 
United Kingdom +22.1 —8.4 +45.9 
Source: Organization for European Economic Coopera- 


tion, Press Release, Paris, France, May 15, 1957. 


Sterling Payment of Suez Canal Dues 

Suez Canal dues and disbursements payable by U.K. 
ships making use of the reopened canal will be paid in 
sterling to a No. 1 (Special) account which has been 
opened at the Bank of England in the name of the Na- 
tional Bank of Egypt. To make this possible, a U.K. 
Exchange Control Order has been issued readmitting 
Egypt to the transferable account area. From the No. 1 
(Special) account the National Bank of Egypt may trans- 
fer into other transferable currencies at par or into dollars 
The Egyptian Ministry of 
Finance has announced that convertible sterling will also 


at the transferable rate. 


be accepted in payment of canal dues by other Western 
European ships. 

The new Special account will, for the time being, be 
the only Egyptian account out of which transfers can be 
made freely. Nonresidents may make payments to Egypt 
through this account, but the only payments by U.K. 
residents that will normally be approved for credit to the 
account will be those for canal dues and ships’ disburse- 
ments. The only moderation of the freezing order on all 
other Egyptian accounts is that amounts due to British 
exporters under contracts entered into before July 28, 
1956 may be paid from the existing Egyptian No. 1 
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account at the Bank of England, subject to the approval 
of the Bank of England and the U.K. Treasury. Restric- 
tions on blocked Egyptian accounts will be discussed by 
U.K. and Egyptian officials at a meeting in Rome on 
May 23. 
Sources: The Times, May 15, 1957, and The Economist, 
May 18, 1957, London, England. 


Termination of Gasoline Rationing in United Kingdom 


Gasoline rationing was terminated in the United King- 
dom on May 16, after the Minister of Power had an- 
nounced that gasoline stocks were at a satisfactory level. 
The 10 per cent cut in fuel oil supplies to industry will 
continue until new arrangements have been made with 
the oil companies. 


Source: The Times, London, England, May 15, 1957. 


U.K. Trade 


The value of U.K. exports in April was £272.2 million, 
2'% per cent below the monthly average for the first 
quarter; imports were £349.6 million, 1 per cent less than 
the first quarter's average; and re-exports amounted to 
£8.6 million. As a result, the excess of imports over total 
exports was £68.8 million, compared with £48.4 million 
in March and £31.7 million in February. 

Exports to North America continued at a high rate in 
April, when they totaled £44.1 million, against £36.2 mil- 
lion in March and £31.4 million in February. The April 
figure includes the value of the liner Empress of England 
(worth about £6 million), which was recently delivered 
to Canada, and a final installment of £1.5 million of silver 
bullion repayments to the United States. Excluding silver 
bullion, exports to North America in April were £10.5 
million more than the monthly rate in the first quarter. 
Exports to Canada were £24.6 million, the highest monthly 


figure so far recorded. In the first four months of 1957, 


exports to Canada were 23 per cent more than in the 
same months of 1956. 


Source: The Times, London, England, May 14, 1957. 


Netherlands Balance of Payments 


In a memorandum on the balance of payments, pre- 
sented to the Second Chamber of Parliament, the Nether- 
lands Minister of Finance reviews the causes of the 
deterioration on goods and services account (transactions 
basis) from a surplus of f. 959 million in 1955 to a 
deficit of f. 648 million in 1956. Incidental factors were 
responsible for some f. 400 million of this deterioration, 
an accumulation of inventories for f. 180 million, and an 
unfavorable turn in the terms of trade for some f. 250 
million. Roughly half of the total deterioration of f. 1,600 


million, however, must be attributed to the excess of 
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domestic consumption and investment over domestic pro- 
duction. 


Expecting a small further increase in inventories, and 
taking into account the effects of the various measures 
proposed in February to curb domestic expenditure (see 
this News Survey, Vol. IX, p. 280), the Minister of 
Finance foresees approximate equilibrium on goods and 
services account for 1957. However, foreign exchange 
reserves are expected to decline by some f. 500 million 
as a result of a normal outflow of capital. 

Since this outflow of capital must be viewed as struc- 
tural, there should be a surplus on goods and services 
account at least equal to the outflow; even then, however, 
the ratio between central reserves and imports threatens 
to be reduced further, owing to the rise in imports. The 
reserves were, on the average, equal to 5.9 months of 
imports in 1953 and only 3.3 months in 1956, Especially 
in times of world prosperity, domestic policies should aim 
at producing a surplus on goods and services account 
which would enable the country to strengthen its re- 
serves further. 


Sour 


ce: Nieuwe Rotterdamse Courant, Rotterdam. Neth- 
erlands, May 4, 1957. 


Swiss Bank Rate 


The Swiss National Bank raised its rate on May 15 
from 114 to 2% per cent, the first change since Novem- 
ber 1936. Throughout this period, Switzerland has been 
a favored refuge for hot money and has therefore had a 
glut of liquid funds. There has been little change in the 
inflow of money. but demand has recently been stimu- 
lated by a building boom and an increased flow of foreign 


loans. 


Source: The Economist, London, England, May 18, 1957. 


Economic Developments in Denmark 


The Governor of the National Bank of Denmark, in a 
recent speech reviewing economic developments in the 
country, recalled that a year ago he had expressed concern 
that the policies then being followed might seriously 
endanger external equilibrium 


Vol. VIII. p. 367). 


try’s foreign exchange position is a fact. 


(see this News Survey, 
Today, the deterioration in the coun- 
Although the 
deterioration came later than the Governor had expected, 
it has become more serious than expected. Since April 1, 
1956 the central bank’s net foreign exchange reserves 
have declined by about DKr 250 million, while the private 
banks have improved their position by about DKr 50 
million. As far as is known, business has increased its 
short-term liabilities abroad by at least DKr 250 million. 
Private business will probably not be able to borrow more 
abroad; and it is impossible for the Government to obtain 


loans of a size that would be of importance to the econ- 
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omy. Therefore, Denmark must, by itself, create an 
external balance and, if possible, a surplus. 


The Governor said that the present situation could be 
described as follows. Denmark has allowed itself to 
consume and invest more than it has produced. No 
household or business can do that for long, and neither 
can Denmark. The first objective in economic policy must 
be to obtain balance vis-a-vis the rest of the world. The 
most desirable way, of course, would be to increase pro- 
duction and at the same time ensure that domestic con- 
sumption does not increase. But this can be done only in 
the long run. In the short run, balance cannot be ob- 
tained by higher production; therefore, it is necessary 
to save until external balance is obtained. First and 
foremost, demand for consumer goods must be reduced. 
However, the demand for investment in bridges, roads, 
stadiums, etc., must also be lowered. On the other hand, 
the output of export goods must be increased so that 
exports can be expanded. Moreover. productive invest- 
ment must be increased in order to raise total output. A 
reduction in total domestic demand would lead to smaller 
imports and greater exports, i.e., improvement in the 
balance with the rest of the world. The banks can help 
to obtain the reduction in demand by reducing their loans 
for consumption and by making loans for productive 
investment by business. The Governor expressed the hope 
that the private banks would understand the importance 


of their contribution and act accordingly. 


Source: Borsen, Copenhagen, Denmark, May 13, 1957. 


Revised National Budget for Sweden 


Sweden’s National Budget for 1957, which has been 
revised in the light of developments since December 1956, 
now estimates that total production this year will increase 
by about 3 per cent, or somewhat more than in 1956 (see 
this News Survey, Vol. IX, p. 238). Private investment 
is expected to increase by about 3 per cent, government 
investment by 2 per cent, and municipal investment by 
12 per cent. For private consumption, an increase of 
2 per cent is estimated, for government consumption 4 per 
cent, and for municipal consumption 7 per cent. 
With inventories increasing less than in 1956 (about 
SKr 250 million, against SKr 750 million) and with 
exports expanding more (about 6 per cent) than imports 
(3 per cent), the deficit on goods and services account 


is expected to disappear. 


It is believed that the increase in production, together 
with the continued expansion in exports and a reduction 
in the rate of inventory accumulation, will make it pos- 
sible to attain external equilibrium and domestic stability 
with a smaller increase in prices than in 1956, when the 
cost of living index rose by about 3.5 per cent. However, 


the report states that external demand in 1958 may not 


permit a similar rise in exports. Moreover, the workweek 
is to be reduced by about 2 per cent. Children’s allow- 
ances are to be increased and certain taxes reduced, 
which will tend to increase consumer demand. In addi- 
tion, investment demand may increase, since the invest- 
ment levy is to be abolished at the end of 1957. Conse- 
quently, the pressure on domestic stability and external 
equilibrium may increase next year. 

Source: Svenska Dagbladet, Stockholm, Sweden, May 6, 

1957. 


Index-Tied Advances and Deposits in Finland 


The Finnish commercial banks on April 1 raised their 
lending rates by 1 per cent, to 9 per cent. The proceeds 
obtained through this increase will be placed in a special 
account and will be used to cover the cost of the com- 
pensation for price index increases that is due to holders 
of index-tied deposits (see this News Survey, Vol. IX, 
pp. 214 and 295). 

The commercial banks have again been accepiing such 
deposits since the beginning of the year. Other banking 
institutions have accepted index-tied deposits uninter- 
ruptedly since May 1955. The savings banks charge 
their borrowers an amount equal to the amount of index 
compensation to be paid to the depositors. Thus the extra 
charge levied on the borrowers is determined not only 
by the rise in the cost of living index but also by the pro- 
portion of index-tied deposits to credits for the individual 
bank. Most cooperative credit societies levy a uniform 
charge on their borrowers and settle among themselves 
the differences that are due to the varying proportions of 
index-tied deposits to the credits extended by the individ- 
ual credit societies. The Post Office Savings Bank has 
tied its most important loans to the cost of living index 
in such a way that the borrowers pay an extra charge 
equal to one fourth of the rise in the index. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, April 1957. 


West German Export Guarantees 


The Government of the Federal Republic of Germany 
intends to raise the present legal limit for guarantees of 
export contracts by DM 2 billion, to DM 9.5 billion. This 
measure is explained by the large share of investment 
goods in total German exports, which require longer 
periods for payment, and by the large volume of exports 
to nonindustrialized countries. At present, investment 
goods comprise 60 per cent of German exports; about 
75 per cent of the export guarantees granted by the 
Federal Government pertain to exports to nonindustrial- 
ized countries. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, May 13, 1957. 
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West German Budget 


The budget of the Federal Republic of Germany for 
the fiscal year 1956-57, ended March 31, 1957, showed 
that expenditures exceeded revenues by DM 92 million. 
This was in marked contrast to the repeated cash sur- 
pluses in the preceding four fiscal years; in the fiscal 
year 1955-56 alone, the cash surplus had amounted to 
DM 2.9 billion, and for the four years the surpluses had 
totaled almost DM 7 billion. 

Revenues in 1956-57 increased by almost DM 2 billion, 
but expenditures rose by approximately DM 5 billion. 
Although defense expenditures in connection with Ger- 
man rearmament rose from DM 0.1 billion in fiscal 
1955-56 to DM 3.4 billion in fiscal 1956-57, total defense 
spending rose by only DM 1.2 billion, since expenditures 
for Allied troops declined by almost DM 2 billion. The 
major increase in expenditure was in the civilian sector, 
which showed an increase of DM 3.7 billion; this was 
due to higher social expenditures, payments for war 
damage, federal credits, aid to agriculture, and housing. 

The monetary impact of the budget on the economy 
cannot be judged primarily by the over-all cash deficit of 
DM 92 million. In the fiscal year 1956-57, total revenue 
exceeded domestic expenditure by DM 2.1 billion, whereas 
expenditures on foreign transactions exceeded receipts 
by DM 2.2 billion. In the previous year, the net balance 
on foreign transactions had shown a deficit of merely 
DM 657 million. Hence a very considerable part of the 
increase in budgetary expenditure—mostly payments 
connected with defense orders (DM 1.4 billion) —took 
place abroad and had no effect on domestic liquidity. 
Source: Bank deutscher Lander, Monatsberichte, Frank- 

furt am Main, Germany, April 1957. 


Middle East 
Crude Oil Production in Middle East 


Crude oil production in the Middle East rose from 161.0 
million tons in 1955 to 172.6 million tons in 1956. It is 
estimated that if production had been uninterrupted it 
might have reached about 184.5 million tons last year. 
Kuwait was again the largest producer, providing 32.1 
per cent of the total, compared with 27.9 per cent for 
Saudi Arabia and 18.0 per cent for Iraq. Thus the com- 
bined output of these three countries fell to 78.0 per cent 
of the total, from 83.9 per cent in 1955. Iran’s share rose 
from 9.8 per cent in 1955 to 15.2 per cent in 1956. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y., April 1957. 


Sudan's Cotton Crop for 1956-57 


The third official estimate of the 1956-57 cotton crop 
in the Sudan indicates production of 542,000 bales from 
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an area of 765,000 acres—an increase of 23 per cent in 
production and of 28 per cent in acreage over the 1955-56 
crop. Despite the increase, exports were 18 per cent less 
in the period August 1956-January 1957 than in the corre- 
sponding period in 1955-56. The decrease was due mainly 
to the fact that, on the average, the Gezira Board reserve 
prices per kantar of long-staple cotton were raised by 
£5 10s., while the export duty was raised from LSd 2 per 
kantar to LSd 3. The high prices were set on the basis 
of the cotton futures in the Liverpool market, which in 
November and December 1956 were very high, and on 
the fact that a high price was actually paid in certain 
small transactions made before the reserve prices had 
been set. However, the easing of tension in respect of 
the Suez Canal, and the availability of long-staple cotton 
elsewhere, caused considerable sales resistance among 
buyers, with the result that during the first two weeks of 
auctioning by the Gezira Board only 907 bales were sold 
out of 16,000 offered for sale. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D.C., April 8, 1957. 


River Development in Jordan 


The Syrian-Jordanian Commission which was set up 
in 1953 for the development of the Jordan and Yarmouk 
Rivers has recently approved a plan for the construction 
of the East Ghor Canal, which will utilize the Yarmouk 
tributary to irrigate the areas along the eastern banks of 
the Jordan River. The total cost of the project is esti- 
mated at JD 4.5 million, of which Jordan’s share will be 
95 per cent. It is also expected that the plan to extend 
the canal into the western parts of Jordan will soon be 
approved by the Commission. 
Source: Le Commerce du 

April 10, 1957. 


Levant, Beirut, Lebanon, 


Far East 


Indian Agricultural Production 


Provisional official estimates show that production of 
rice, wheat, and most cash crops in India reached a new 
high in 1956-57. Rice production increased from 21 mil- 
lion tons in 1951-52 (the first year of the First Five Year 
Plan) to 26.8 million tons in 1955-56 and to 28.1 million 
tons in 1956-57. Wheat production increased by 2.5 mil- 
lion tons during the same five-year period; and coarse 


foodgrains increased by more than 4 million tons. 


Among the cash crops, jute production in 1956-57 
was 400,000 bales less than output in 1952-53. Raw cot- 
ton reached a peak of 4.8 million bales in 1956-57, against 


4 million bales in 1955-56. Output of oilseeds remained 
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stationary at 1.8 million tons, and sugar-cane production 


was 400,000 tons more than in 1955-56. 


Source: The Hindu, Madras, India, April 30, 1957. 


Revision of Viet-Nam's Rice Export Price 


[he rice export drive of Viet-Nam is meeting with 
increasing price resistance abroad, and it is reported that 
new export outlets are being sought for stocks of about 
60,000 tons. The price of rice paid to the farmer is fixed 
it VN$380 per 100 kilograms (VN$400 f.o.b. Saigon 
pier), which corresponds to VN$40 per gia (40 liters) 
At this price 


absolute minimum in view of their high production costs 


if paddy. which the farmers consider an 

Viet-Namese rice cannot compete with Cambodian and 
[hai rice. As an alternative to reducing the price paid to 
farmers, the Government is considering an increase in the 
portion of foreign exchange that exporters are entitled 
to sell at the free market rate, from the present rate of 
34 per cent to 50 per cent of their total export proceeds, 
Source: The Times of 


April 13, 1957 


Viet-Nam, Saigon, Viet-Nam, 


Rising Prices in Mainland China 


The Government of Mainland China announced on 
April 30 that it was raising the prices of some foods, 
clothing, and other goods because too ambitious invest- 
ment in heavy inaustry last year has led to nation-wide 
shortages. However, a spokesman of the State Council 
(Cabinet) said that prices of most essential commodities, 
such as grain, coal, cotton clothing, and knitwear, would 
not be increased. Broadly speaking, Mainland China is 
financing its industrialization with its surplus obtained 


from sales of agricultural products. 


Source: The Financial Times, London. England, May 1, 
1957. 


Taiwan Second Four-Year Economic Development Plan 


The Chinese Government in Taiwan formally approved 
the second Four-Year Economic Development Plan on 
May 9. The plan, which will emphasize long-term indus- 
trial development and is expected to increase the net 
national income by 33.4 per cent in the period 1957-60, 
is a continuation of the first Four-Year Economic Devel- 
opment Plan which drew to a close last December. A total 
investment of NT$20 billion will be needed, and it is 
hoped that most of this total will be provided by national 
savings. 

About NT$8.42 billion will be invested in the develop- 
ment of manufacturing, mining, and electricity; NT$4.07 


billion in agriculture, forestry, fishery, and water conser- 


vation projects; NT$2.47 billion in increasing communi- 


cations; NT$5.04 billion in minor projects. 

Industrial output is expected to increase by 104.4 per 
cent by 1960, communications by 45.8 per cent, and farm 
crops by 19.7 per cent. Exports are expected to expand 
US$130 million in 1956 to 


US$183.5 million in 1960, an increase of 41 per cent. 


from the equivalent of 
Sugar exports are expected to remain at 750,000 tons a 
year, and rice exports at 150,000 tons; increases in other 
exports, however, will reduce the ratio of combined rice 
and sugar exports from 68 per cent of total exports to 
58 per cent. 

Imports of industrial equipment and materials will be 
increased in the four-year period, while purchases of 
As a part of the 
four-year plan, the government-operated China Merchants 


nonessential goods will be curtailed. 


Steam Navigation Company is planning to have three 
freighters of 15,000 tons each built in Japan, the United 
States, or Europe. The Taiwan Navigation Corporation 
and other shipping firms in Taiwan have plans for the 
construction of additional ships in the four years ending 
in 1960. 


Source: Chinese News Service. Press Release. New York. 


N.Y., May 14, 1957. 


Production in Indonesia 


Total agricultural production in Indonesia declined in 
1956. while mineral and manufacturing production made 
some gains. The only two agricultural commodities show- 
ing some increase were rice and cassava. Rice production 
was 7.3 million metric tons, which was 2.4 per cent 
higher than in 1955, but below the record set in 1954. 
Since output fell short of domestic requirements, 784,000 
metric tons of rice and 121,000 tons of wheat flour had 
to be imported. Of the rice imports, 175,000 tons were 
obtained on credit, under the U.S. Agricultural Surplus 
Commodities Agreement of March 1956. Among the lead- 
ing agricultural export products, rubber output fell by 
6 per cent, to 697,000 metric tons, production of estate 
coffee decreased by 19 per cent, sugar by 10 per cent, 
and copra by 3 per cent. The decline in rubber output 
was mostly in smallholder rubber. While adverse climatic 
factors were generally responsible for the production set- 
back in 1956, there were also certain special factors, such 
as sluggish world market conditions in rubber, transport 
difficulties and internal marketing disorganization in re- 
spect of copra, and labor troubles on sugar estates. 

Apart from a continuance of the decline in tin mining, 
mineral production fared better in 1956 than in the pre- 
vious year. Crude oil output increased by 7 per cent, to 
12.6 million metric tons; bauxite by 13 per cent, to 
298,000 tons; and coal output by 2 per cent, to 814,000 


tons. The increased output of oil was due largely to the 





INTERNATIONAL FINANCIAL News Survey, May 24, 1957 


363 


— nn wOC00 OO 


higher output of the new oilfields of the Caltex Company. 
Tin production fell by 6.5 per cent, to 31,700 metric tons; 
the decrease is attributed in part to the reportedly dimin- 


ishing returns from the currently worked mines. 


Actual production statistics for manufacturing indus- 
tries are not available, but increases in the production 
capacities of several industries, and also increases in the 
volume of imports of industrial raw materials and cap- 
ital goods, indicate a general expansion of industrial 
output in 1956. Several new factories either went into 
production or were under construction; they include 
plants for the production of caustic soda, hardboard and 
ramie, canned sea fish, nails, spun cotton, and asbestos, 
and also a motor vehicle assembly plant. The Govern- 


ment played an active role in this development. 


Sources: Bank Indonesia, Bulletin, No. 10. November 
1956, and No. 11, February 1957, Djakarta, 
Indonesia. 


United States and Canada 


U.S. Senate Report on Foreign Aid 


A special Senate Committee to Study the Foreign Aid 
Program, created in July 1956, has reported to the Con- 
gress that the continuance of aid by the United States is 
in the national interest but that major changes in its 
administration will make it more effective. Ambiguity 
concerning the purposes of foreign aid and the miscon- 
ception of it as a remedy for a multiplicity of problems 
have impaired its usefulness. The objectives of the vari- 
ous aid programs should be separated, refined, and 
restated by the executive branch and the Congress. Re- 
ductions in military aid in the fiscal year 1958 are possi- 
ble, in addition to the $500 million reduction from the 
January budget estimates recently proposed by the 
President. Reductions in the 1958 budget estimates for 
defense-support aid are also possible. In this connection, 
special attention should be paid to the question of un- 
to the 
adequacy of the criteria being employed in determining 


realistic exchange rates as they affect aid costs; 
areas of critical importance to the United States; and to 
the question of separating development assistance from 
what is now designated as defense support. Technical 


assistance should be continued substantially as at present. 


Economic development assistance should be put on a 
repayable basis through the mechanism of a revolving 
development fund. Grants, except for technical aid, 
should be discontinued. The fund should supplement the 
lending operations of the Export-Import Bank and the 
International Bank for Reconstruction and Development, 
should promote the flow of U.S. private capital abroad, 


and should encourage the development of private enter- 


prise within recipient countries. The fund could be used, 
for example, for joint investments with private enterprise 
or for the acquisition of debentures in national and 
regional development banks of a quasi-public nature 
established by other countries. The fund should not be 
viewed as a new source of grants or of loans on easy 


terms. 


Responsibility for policy direction in military and in 
defense-support aid should lie with the Secretary of State 
rather than with the Director of the International Co- 
operation Administration. Administration of technical 
assistance and of the proposed development fund should 
be separated from administration of other forms of aid. 
If these two forms of aid continue to be administered 
together with defense-support aid, as at present, their 
long-range purposes are likely to be obscured and their 
impact reduced by being confused with more urgent 


needs of foreign polic v. 


Source: 85th Congress, First Session, Senate Report 300, 
Foreign Aid: Report of the Special Committee 
to Study the Foreign Aid Program, Washington, 
D.C., May 13, 1957. 


Financial Developments in the United States 


Although the demand for capital funds continued to 
increase in the United States during the first quarter of 
this year, the rising trend in interest rates, which had 
been a feature of financial developments in 1956, was 
arrested around the turn of the year, and some declines 
have subsequently occurred. New Treasury three-month 
bills have sold at slightly below 3 per cent, a decrease 
from the high December average of 3.23 per cent. Long- 
term interest rates, as reflected in U.S. Treasury and cor- 
porate bond yields, fell in the first quarter slightly below 


the high 1956 rates, but then rose again in May. 


Preliminary estimates indicate that the volume of cor- 
porate security flotations in the first quarter of 1957 was 
slightly above the $3 billion record of the fourth quarter: 
of 1956, and 50 per cent above the rate in the first quar- 
ter of last year. A recent Securities and Exchange Com- 
mission survey of 1957 financial plans indicates that 
utility companies will increase their sales of securities to 
$3.5 billion this year, about $1 billion more than in 1956. 
This projected rise is concentrated in debt issues. Also, 
utilities indicated that they would increase their use of 
long-term bank funds in 1957. Manufacturers, however, 
expect to sell fewer securities and to reduce their volume 
of long-term loans from commercial banks. This may 
be partly attributable to the fact that security issues of 
the manufacturing industry were fairly high in the closing 
months of 1956, and it is likely that some of the proceeds 
of these issues will still be available for spending in 1957. 


Nevertheless, if sufficient funds are not generated from 
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internal sources, plans for increased spending on plant 
and equipment in 1957 indicate that financing plans may 
be revised upward in the latter part of the year. 

The net increase in commercial bank loans to business 
amounted to $0.5 billion in the first quarter of 1957, com- 
pared with $1.3 billion in the first quarter of last year. 
There is usually a substantial liquidation at the start of a 
vear, followed by an increase in borrowings in March to 
meet tax payments. This year, however, the January 
decline in business bank loans was greater, and the sub- 
sequent rise was smaller, than usual. Net borrowings by 
manufacturing and mining companies at leading city 
commercial banks were $0.7 billion in the first quarter 
of 1957, compared with $1.2 billion in the first quarter 
of 1956. Public utilities also reduced their bank borrow- 
ings to less than one half the rate of early 1956, while 
trade firms and commodity dealers reduced their bank 
indebtedness by nearly $300 million, in contrast to only 


a nominal decline in the first quarter of 1956. 


Consumer debt continued to rise in the first two months 
of 1957, after allowance for seasonal influences. While 
both installment credit and other credit were below the 
peaks reached in December 1956, the decline in install- 
ment debt in February was less than normal for that time 
of the year. After seasonal adjustment, consumer install- 
ment credit increased at an annual rate of $2.4 billion in 
January and $3.4 billion in February 1957, compared 
with an increase of $2.5 billion in the entire year 1956 
and a record $5.5 billion in 1955. The slower rate of 
increase in installment borrowing in 1956 reflected mainly 


the lower volume of sales of new automobiles. 


Mortgage debt also continued to rise in the opening 
months of 1957, although at a slower rate than in 1956. 
Preliminary estimates place the increase in the first quar- 
ter of this year at somewhat less than $2 billion, com- 
pared with $2.7 billion in early 1956 and a peak of $3 
billion in the first quarter of 1954. It is estimated that, 
on a seasonally adjusted basis, new mortgage recordings 
on residential properties of $20,000 or less in the first 
quarter of the year were about 9 per cent less than those 
of a year earlier. The volume of new mortgage loans 
declined at approximately the same rate as the dollar 
volume of residential construction activity. 

Federal Housing Administration (FHA) and Veterans 
(VA) affected ad- 
versely by market conditions. When the interest rate 


for conventional mortgages increased, the rate for the 


Administration loans have been 


government-supported mortgages was not raised. Con- 
sequently, the flow of mortgage funds was directed away 
from FHA and VA mortgages; 


funds were one-third less than in the first quarter of 19560. 


and in early 1957 such 


The Government took steps in December 1956 to ease the 
market by increasing the maximum interest permitted on 


FHA-insured mortgages. FHA applications have in- 


creased since last December, but appraisal requests for 
VA financing are 50 per cent below those a year ago 
and the lowest in three years. Further steps were taken 
in March to ease the mortgage credit situation for pro- 
spective home buyers by lowering FHA downpayment 
requirements and authorizing wider geographic activi- 
ties by insured savings and loan associations. 

Sources: Department of Commerce, Survey of Current 
Business, and Board of Governors of Federal 
Federal Reserve Bulletin, 
Washington, D.C., April 1957. 


Reserve System, 


Canadian Exchange Rate 


After moving within a narrow range of US$1.0414 
to US$1.04°4 during March, the exchange rate of the 
Canadian dollar in New York declined in April to below 
US$1.04; it then appreciated again and on May 16 it 
US$1.0478, the highest 
November 1933. (In mid-November 1933, the Canadian 
dollar sold for US$1.0563.) 


reached selling price since 
As in March, substantial 
buying of Canadian securities by U.S. investors was 


behind the currency’s recent strength. 


Source: The Journal of Commerce, New York. N-.Y.. 
May 20, 1957. 


Other Countries 


Australian Wool Prices 


After a slight setback in March, Australian wool prices 
recovered in April, when prices for all but the finest 
qualities equaled or exceeded the previous high values of 
the season. In the nine months ended March 1957, 3.58 
million bales realized £A 355.8 million, at an average 


price of 80.76 Australian pence per pound. 


Source: Bank of New South Wales, Revieu (Wool 
Votes), Sydney, Australia, April 30, 1957. 
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